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OATH OR AFFIRMATION

Kenneth Reach swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cascade Investment Group Inc as

of December 31 20 12 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

DLM1
________DANA CAPOZZELLA
____________________________NOTARY PUBLIC

STATE OF COLORADO
NOTARY ID 20004032842

MY C0MMSSI0N EXPIRES JANUARY 22017

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

ii Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilliies Subordinated to Claims of Creditors

Computation otNet Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

LIVi Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule l5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

President

Title

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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StarkSchenkein LLP
BUSINESS ADVISORS CPAs

INDEPENDENT AUDITORS REPORT

Board of Directors

Cascade Investment Group Inc

We have audited the accompanying statement of financial condition of Cascade Investment Group
Inc as of December 31 2012 and the related statements of income and stockholders equity and
cash flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with accounting principles generally accepted in the United States of

America this includes the design implementation and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements The procedures selected depend on the auditors

judgment induding the assessment of the risks of material misstatement of the financial

statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the Companys preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
basis for our audit opinion
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Opinion

In our opinion the financial statements referred to above present fairly in alt material respects

the financial position of Cascade Investment Group Inc as of December 31 2012 and the

results of its operations and its cash flows for the year then ended in accordance with

accounting principles generally accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as

whole The information contained in Schedules and Ill is presented for purposes of additional

analysis and is not required part of the financial statements but is supplementary information

required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information is the

responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information in

Schedules and Ill has been subjected to the auditing procedures applied in the audit of the

financial statements and certain additional procedures including comparing and reconciling

such information directly to the underlying accounting and other records used to prepare the

financial statements or to the financial statements themselves and other additional procedures

in accordance with auditing standards generally accepted in the United States of America In

our opinion the information in Schedules and Ill is fairly stated in all material respects in

relation to the financial statements as whole

Denver Colorado

February 25 2013



Cascade Investment Group Inc

Statement of Financial Condition

December 312012

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Receivable from clearing organization

Investments

Other assets

Cash held on deposit with clearing broker

Income tax receivable

LIABILITIES AND STOCKHOLDERS EQUITY

438869

16330

109696

29687

25000

1287

620869

LIABILITIES

Accounts payable and accrued expenses 75199

STOCKHOLDERS EQUITY

Common stock no par value 50000 shares

authorized 150 shares issued and outstanding

Retained earnings

133783

411887

545670

620869

The accompanying notes are an integral part of these financial statements



Cascade Investment Group Inc

Statement of Income

For The Year Ended December31 2012

REVENUES

Commissions and asset management fees

Investment income

Interest income

Total revenues

1722522

10126

2446

_____ 1735094

EXPENSES

Commissions

Employee compensation and benefits

Occupancy

Clearance fees

Communications and data processing

Other operating expenses

Total expenses

INCOME BEFORE PROVISION FOR INCOME TAXES

873172

345490

82782

126244

45944

203944

1677576

57518

Provision for income taxes

NET INCOME

5120

52398

The accompanying notes are an integral part of these financial statements



Cascade Investment Group Inc

Statement of Stockholders Equity

For The Year Ended December 31 2012

Common Stock Total

Number of Retained Stockholders

Shares Amount Earnings Eauity

Balance December31 2011 140 100974 359489 460463

Shares issued 10 32809 32809

Net Income 52.398 52398

Balance December 31 2012 150 133.783 411.887 545670

The accompanying notes are an integral part of these financial statements



Cascade Investment Group Inc

Statement of Cash Flows

For The Year Ended December 31 2012

OPERATING ACTIVITIES

Net Income 52398
Adjustments to reconcile net income to net cash

provided by operating activities

Net realized and unrealized income on investment securities 10126
Changes in assets and liabilities

increase in receivable from clearing organization 2310
Increase in other assets 4778
increase in income tax receiveable 1287
Increase in accounts payable and accrued expenses 9627
Decrease in related party payable 9000
Decrease in income tax payable 9445
Cash provided by operating activities 34.635

INVESTING ACTIVITIES

Proceeds from sale of investments 5208
Purchases of investments 12937
Cash used by investing activities 7729

FINANCING ACTIVITIES

Proceeds from sale of common stock 32.809

Cash provided by financing activities 32.809

NET INCREASE IN CASH 59715

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 379154

CASH AND CASH EQUIVALENTS AT END OF YEAR 438869

SUPPLEMENTAL CASHFLOW INFORMATION
Cash paid for

income taxes 15.852

Interest

The accompanying notes are an integral part of these financial statements



CASCADE INVESTMENT GROUP INC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2012

Note Summary of Significant Accounting Policies

Organization

Cascade Investment Group Inc the Company is Colorado corporation organized on

September 16 1993 The Company is broker/dealer registered with the Securities arid

Exchange Commission the SEC and is member of the Financial Industry Regulatory

Authority FINRA The Company in connection with its activities as broker/dealer is an

introducing firm and is prohibited from receiving funds or securities from its customers rather

the Company utilizes clearing broker to perform the custodial functions The Company
maintains two offices in Colorado Springs Colorado

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported amounts

of revenue and expenses during the reporting period Actual results could differ significantly

from those estimates

Income Taxes

In accordance with FASE ASC TOPIC 740 Income Taxes the Company accounts for

income taxes using the asset and liability method under which deferred income taxes are

recognized for the tax consequences of temporary differences by applying enacted statutory tax

rates to differences between the financial statement carrying amounts and the tax bases of

existing assets and liabilities

Revenue Recognition

The Company recognizes commissions and related clearing expenses on trade-date basis as

securities transactions occur

The Company receives managed account fees from its clients based on the average quarterly

value of the clients accounts Managed account fees are recorded as they are earned

Cash andCash Equivalents

The Company considers all highly liquid investments with an original maturity of three months or

less to be cash equivalents

Receivables

The Company considers receivables to be fully collectible accordingly no allowance for

doubtful accounts is required If amounts become uncollectable they will be expensed when

that determination is made



CASCADE INVESTMENT GROUP INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

Note Summary of Significant Accounting Policies continued

Concentrations of Credit Risk

The Company maintains all cash in bank accounts which at times may exceed federally insured

limits The Company has not experienced loss in such accounts

Fair Value of Financial Instruments

The carrying value of cash prepaid expenses accounts payable and securities approximates

fair value because of the short maturity of these items

Advertising Costs

Advertising costs are expensed as incurred Advertising expense for the year ended December

31 2012 was $5704

Note Net Capital Requirements

The Company is subject to the SEC uniform net capital rule SEC Rule 15c3-1 which requires

the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness

to net capital both as defined shall not exceed 15 to At December 31 2012 the Company
had net capital of $470701 which was in excess of its required net capital of $50000 The

Companys ratio of aggregate indebtedness to net capital was 16% at December31 2012

Note Regulatory Provisions

The Company is exempt from Securities and Exchange Commission Rule 15c3-3 under the

provisions of Section k2ii and therefore is not required to make the periodic computation

for determination of reserve requirements or information relating to the possession and control

requirements under Rule 5c3-3

Note Clearing Agreement

The Company has an agreement with RBC Capital Markets RBC under which RBC clears all

securities transactions for the Companys customers and also performs all back room

functions for the Company These functions include among other things executing customer

orders as they are transmitted to RBC preparing and mailing transaction confirmations and

customer statements directly to the Companys customers and performing all cashiering

functions for customer accounts

The Company receives commission and fee income from RBC based on the number and size of

transactions The Company pays all costs associated with transactions executed through RBC

plus per transaction fee based on the amount of business transacted during the month



CASCADE INVESTMENT GROUP INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER31 2012

Note Clearing Agreement continued

The agreement requires and the Company maintains minimum cash deposit with RBC of

$25000

The Company currently transacts all of its brokerage business through RBC Should RBC not

fulfill its obligations under the agreement the Company may be exposed to risk The nsk of

default depends on RBCs ability to continue to perform under the agreement as well as

creditworthiness of RBC It is the Companys policy to review as necessary the credit standing

and financial viability of RBC

Commissions receivable from the clearing organization at December 31 2012 was $16330

Note Investments

The estimated fair market values of investments in securities December 31 2012 is as follows

Gross

Unrealized Estimated

Cost Gain/Loss Fair Value

Equity securities 79206 2.8802 108008

Corporate bond funds 1620 68 1.688

Total 80826 28870 $- 109696

Income from investments for 2012 consists of the following

Interest and dividends 2446
Realized and unrealized gains on investments 10.126

Total 12572

The estimated fair value of the investments was measured using quoted prices in active

markets for identical assets

FASB ASC 820 defines fair value establishes framework for measuring fair value and

establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value

is the price that would be received to sell an asset or paid to transfer liability
in an orderly

transaction between market participants at the measurement date fair value measurement

assumes that the transaction to sell the asset or transfer the liability occurs in the principal

market for the asset or liability or in the absence of principal market the most advantageous

market Valuation techniques that are consistent with the market income or cost approach as

specified by FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value

into three broad levels

Level Inputs to the valuation methodology are unadjusted quoted prices for identical

assets or liabilities in active markets



CASCADE INVESTMENT GROUP INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

Note 5Investments continued

Level Inputs other than quoted prices included within level that are observable for the

asset or liability either directly or indirectly

Level Inputs are unobservable for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing

the asset or liability The unobservable inputs should be developed based on the

best information available in the circumstances and may include the Companys

own data

The following table presents the Companys fair value hierarchy for those assets and liabilities

measured at fair value on recurring basis as of December 31 2012

Assets Level Level Level Total

Securities owned

US equities 89415 89416

International equities 16524 16524

Corporate and other debt 1688 1688

Exchange traded notes 2068 2.068

Total 109696

Note 6Equity

The Company has authorized 50000 shares of common stock no par value per share Each

share of common stock is entitled to one vote

On January 2012 the Company granted an employee one year option to purchase 10

shares of the common stock of the Company at price equal to the Companys book value per

share at December 31 2011 On August 28 2012 the employee exercised the option

previously granted and purchased 10 shares of the common stock at an exercise price of

$32809

Note Retirement Plan

The Company has profit sharing plan which is qualified under Section 401k of the Internal

Revenue Code The Company made contributions to the plan for the year ended December 31

2012 of $12726

10



CASCADE INVESTMENT GROUP INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

Note Commitments

The Company leases office space and equipment from an unrelated parties under leases that

expire from May 2013 through May 2017 with monthly payments ranging from $130 to $4712
Total rent expense for the year ended December 31 2012 was $82782 In addition the

Company leases computer and other office equipment The future minimum lease payments

are as follows

2013 77210
2014 75250
2015 76700
2016 78150
2017 32915

340.225

Note Income Taxes

The Company accounts for income taxes under Accounting Standards subtopic 740-10

income Taxes ASC 740-10 which requires the use of the liability method Deferred income

taxes may arise from temporary differences resulting from income and expense items reported

for financial accounting and tax purposes in different periods Deferred taxes are classified as

current or non-current depending on the classification of assets and liabilities to which they

relate Deferred taxes arising from temporary differences that are not related to an asset or

liability are classified as current or non-current depending on the periods in which the temporary

differences are expected to reverse

The Companys provision for income taxes differs from the tax that would result from applying

statutory rates to income before income taxes primarily because the Company has differences

resulting from the 50% limitation on meals and entertainment expenses unrealized gains and

losses and depreciation During the year ended December 31 2012 the Company made

$6800 in estimated tax payments during the year and is expected to receive an immaterial

amount in tax refunds for the year ended December 31 2012

The Company is no longer subject to federal state or local tax examinations by taxing

authorities for years prior to 2009

Note 10 Subsequent Events

Management of the Company has evaluated all subsequent transactions through the date the

financial statements were available to be issued and has determined that there are no

subsequent events that require disclosure

11



Cascade Investment Group Inc

Schedule -Computation Of Net Capital Under Rule 15c3-1

Of The Securities And Exchange Commission

December 31 2011

Stockholders equity 545670

Less Total nonallowable assets 34687

Haircut of marketable securities 20279

Net Capital 490704

Aggregate indebtedness from the Statement of Financial Condition 75199

Basic net capital requirement 50000

Excess net capital 440704

Ratio aggregate indebtedness to net capital 15%

Net capital as reported in Companys Part II unaudited

FOCUS Report as of December 31 2012 490704

There were no material differences between the above calculation and the Companys

calculation of net capital as reflected on the unaudited form

The accompanying notes are an integral part of these financial statements
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Cascade Investment Group Inc

Schedule Ill Computation for Determination of Reserve Requirements

and Information Relating to the Possession and Control

Requirements Under Rule 15c3-3

December 31 2012

Cascade Investment Group Inc relies on Section 2ii of the Securities and Exchange

Commission Rule 5c3-3 to exempt them from the provisions of these rules

The accompanying notes are an integral part of these financial statements
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StarkSchenkein LLP
BUSINESS ADVISORS CPAs

To the Board of Directors

Cascade Investment Group Inc

In planning and performing our audit of the financial statements of Cascade Investment Group

Inc the Company as of and for the year ended December 31 2012 in accordance with

auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but

not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study induded tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g

in making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 7a-3a1 and for determining compliance with the exemptive provisions

of Rule 5c3-3 Because the Company does not carry securities accounts for customers or

perform custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In
fulfilling

this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs previously mentioned objectives Two of the objectives of internal control and

the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization arid recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate
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deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate

material inadequacy for such purposes Based on this understanding and on our study we

believe that the Companys practices and procedures as described in the second paragraph of

this report were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC Financial Industry Regulatory Authority FINRA and other regulatory

agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used

by anyone other than these specified parties

Denver Colorado

February 25 2013
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Stark Schenkein LLP
BUSINESS ADVISORS CPAs

To the Board of Directors

Cascade Investment Group Inc

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments General Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the year ended December 31 2012 which

were agreed to by Cascade Investment Group Inc The Company and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist

you and the other specified parties in evaluating The Companys compliance with the applicable

instructions of the General Assessment Reconciliation Form SIPC-7 The Companys
management is responsible for The Ccmpanys compliance with those requirements This

agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of thcse parties specified in this report Consequently we
make no representation regarding the sufficiency of the procedures described below either for

the purpose for which this report has been requested or for any other purpose The procedures

we performed and our findings are as fcllows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended

December 31 2012 as applicable with the amounts reported in Form SIPC-7 for the year

ended December 31 2012 noting no material differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules trial

balances and working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Fcrm SIPC-7 and in the

related schedules and working papers supporting the adjustments noting no differences

and

Compared the amount of any overpayment applied to the current assessment with the Fcrm

SIPC-6 on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above

and is not intended to be and should not be used by anyone other than these specified parties
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